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loan together will be considered a joint
operation.

Limited resources applicant. An appli-
cant who is a farmer or rancher and is
an operator of a small or family farm
(a small farm is a marginal family
farm), including a new operator, with a
low income who demonstrates a need
to maximize farm or ranch income. A
limited resource applicant must meet
the eligibility requirements for a farm
ownership or operating loan but, due to
low income, cannot pay the regular in-
terest rate on such loans. Due to the
complex nature of the problems facing
this applicant, special help will be
needed and more supervisory assist-
ance will be required to assure reason-
able prospects for success. The appli-
cant may face such problems as under-
developed managerial ability, limited
eduction, low-producing farm due to
lack of development or improved pro-
duction practices and other related fac-
tors. The applicant will not have nor
expect to obtain, without the special
help and a low-interest loan, the in-
come needed to have a reasonable
standard of living when compared to
other residents of the community.

Majority interest. Any individual or
combination of individuals owning
more than a 50 percent interest in a co-
operative, corporation, joint operation,
or partnership.

Nonfarm enterprise. Any nonfarm
business enterprise, including recre-
ation, which is closely associated with
the farm operation and located on or
adjacent to the farm and provides in-
come to supplement farm income. The
business must provide goods or services
for which there is a need and a reason-
ably reliable market. This may in-
clude, but is not limited to, such enter-
prises as raising earthworms, exotic
birds, tropical fish, dogs, and horses for
nonfarm purposes, welding shops, road
stands, boarding horses and riding sta-
bles.

Partnership. An entity consisting of
individuals who have agreed to operate
a farm. This entity must be recognized
as a partnership by the laws of the
State(s) in which the partnership will
operate a farm and must be authorized
to own both real and personal property
and to incur debt in its own name.

Primary security. Any real estate and/
or chattel security which is required to
adequately secure the loan. This is not
to be confused with ‘‘basic security,’’
as defined in § 1962.4 of subpart A of
part 1962 of this chapter.

Recreation enterprise. An outdoor en-
terprise which generates income and
supplements or supplants farm or
ranch income.

Related by blood or marriage. As used
in this subpart, individuals who are
connected to one another as husband,
wife, parent, child, brother, or sister.

Rural youth. A person who has
reached the age of 10 but has not
reached the age of 21 and does not re-
side in any city or town with a popu-
lation of more than 10,000 inhabitants.

Rural youth projects. Modest projects
initiated, developed, and carried out by
rural youths participating in 4–H or
Future Farmers of America, or similar
organizations. Projects must produce
enough income to meet expenses and
debt repayment.

Security. Property of any kind subject
to a real or personal property lien. Any
references to collateral or security
property shall be considered a ref-
erence to the term ‘‘security.’’

State or United States. The United
States itself, any of the fifty States,
the Commonwealth of Puerto Rico, the
Virgin Islands of the United States,
Guam, American Samoa, and the Com-
monwealth of the Northern Mariana Is-
lands.

[53 FR 35684, Sept. 14, 1988, as amended at 58
FR 26680, May 5, 1993; 58 FR 48283, Sept. 15,
1993; 61 FR 35925, July 9, 1996]

§ 1941.5 [Reserved]

§ 1941.6 Credit elsewhere.

The applicant shall certify in writing
on the appropriate forms, and the
County Supervisor shall verify and doc-
ument, that adequate credit is not
available, with or without a guarantee
or subordination, to finance the appli-
cant’s actual needs at reasonable rates
and terms, taking into consideration
prevailing private and cooperative
rates and terms in the community in
or near where the applicant resides for
loans for similar purposes and periods
of time.

VerDate 06-MAR-97 10:49 Mar 12, 1997 Jkt 174019 PO 00000 Frm 00122 Fmt 8010 Sfmt 8010 E:\CFR\174019.015 174019



123

RHS, RBS, RUS, FSA, USDA § 1941.12

(a) If the County Supervisor receives
letters or other written evidence from
a lender(s) indicating that the appli-
cant is unable to obtain satisfactory
credit, this will be included in the loan
docket.

(b) If the applicant cannot qualify for
the needed credit from the lender(s)
contacted, but one or more of them has
indicated they would provide credit
with an FmHA or its successor agency
under Public Law 103–354 guarantee, or
the County Supervisor determines that
the applicant can obtain a guaranteed
loan, the applicant will be advised to
file an application with that lender(s)
so that a guaranteed OL request can be
processed by the lender(s) for consider-
ation by FmHA or its successor agency
under Public Law 103–354.

(c) Property and interest in property
owned and income received by an indi-
vidual applicant; a cooperative and its
members, as individuals; a corporation
and its stockholders, as individuals; a
partnership and its partners, as indi-
viduals; and a joint operation and its
joint operator as individuals will be
considered and used by an applicant in
obtaining credit from other sources.

(d) Applicants and borrowers will be
encouraged to supplement operating
loans with credit from other credit
sources to the extent economically fea-
sible and in accordance with sound fi-
nancial management practices.

§§ 1941.7–1941.10 [Reserved]

§ 1941.11 Applications.
Applications will be received and

processed as provided in subpart A of
part 1910 of this chapter, with consider-
ation given to the requirements in ex-
hibit M of subpart G of part 1940 of this
chapter.

§ 1941.12 Eligibility requirements.
In accordance with the Food Security

Act of 1985 (Pub. L. 99–198), after De-
cember 23, 1985, if an individual or any
member, stockholder, partner, or joint
operator of an entity is convicted
under Federal or State law of planting,
cultivating, growing, producing, har-
vesting, or storing a controlled sub-
stance (see 21 CFR part 1308, which is
exhibit C of this subpart and is avail-
able in any FmHA or its successor

agency under Public Law 103–354 office,
for the definition of ‘‘controlled sub-
stance’’) prior to loan approval in any
crop year, the individual or entity
shall be ineligible for a loan for the
crop year in which the individual or
member, stockholder, partner, or joint
operator of the entity was convicted
and the four succeeding crop years. Ap-
plicants will attest on Form FmHA or
its successor agency under Public Law
103–354 410–1, ‘‘Application for FmHA
Services,’’ that as individuals or that
its members, if an entity, have not
been convicted of such crime after De-
cember 23, 1985. A decision to reject an
application for this reason is not ap-
pealable. In addition, the following re-
quirements must be met:

(a) An individual must:
(1) Be a citizen of the United States

(see § 1941.4 of this subpart for the defi-
nition of ‘‘United States’’) or an alien
lawfully admitted to the United States
for permanent residence under the Im-
migration and Nationality Act. Aliens
must provide Forms I–151 or I–551,
‘‘Alien Registration Receipt Card.’’ In-
definite parolees are not eligible. If the
authenticity of the information shown
on the alien’s identification document
is questioned, the County Supervisor
may request the Immigration and Nat-
uralization Service (INS) to verify the
information appearing on the alien’s
identification card by completing INS
Form G–641, ‘‘Application for Verifica-
tion of Information from Immigration
and Naturalization Records,’’ obtain-
able from the nearest INS District.
(See exhibit B of subpart A of part 1944
of this chapter.) Mail the completed
form to INS. The payment of a service
fee by FmHA or its successor agency
under Public Law 103–354 to INS is
waived by inserting in the upper right
hand corner of INS Form G–641, the fol-
lowing: ‘‘INTERAGENCY LAW EN-
FORCEMENT REQUEST’’.

(2) Possess the legal capacity to incur
the obligations of the loan.

(3) Except for youth loans, have suffi-
cient applicable educational and/or on
the job training or farming experience
in managing and operating a farm or
ranch (1 year’s complete production
and marketing cycle within the last 5
years) which indicates the managerial
ability necessary to assure reasonable
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